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Looking Behind Community College Budgets for Future Policy Considerations
By Richard M. Romano
It's pretty much a given that community college administrators will complain about their
budgets no matter what the circumstances. There never seems to be enough money to support the multiple missions pursued by these colleges. During the great recession, which emerged in 2008, and the sluggish recovery that followed, however, their cries seem more urgent.
Although exact current numbers are not so easy to obtain, given the lag in data collection, most states had very difficult budget years in 2009, 2010 and 2011 . This impacted their appropriations to community colleges at the same time enrollments were increasing. When looking at national data on community colleges, we see enrollments in credit-bearing courses surging 11.4% from fall 2008 to fall 2009 and 16 .9% from fall 2007 to fall 2009 (Mullin & Phillippe, 2009) . At the same time, state and local appropriations for higher education, (per FTE in constant dollars), declined by 5.1 percent in and 7.1 percent in 2010 (SHEEO, 2010 . The outlook for 2011-12 remains gloomy with slow economic growth expected to continue, economic stimulus funds running out, the global debt crisis destabilizing markets, a huge unfunded state and local government pension crisis looming and a more conservative political environment anxious to reduce public spending (Boyd, 2009) . Further research into the rollercoaster ride of higher education enrollments and appropriations, particularly for community colleges, can help us better anticipate the future.
A little history
It is well documented that enrollments in the community college have increased at an uneven but steady pace for the past 40 years. Growing from 1.2 million students in 1966 to 6.2 million in 2006, they have added more students and grown at a faster rate than public four-year colleges (NCES, 2008, Table SA-4) . Over this same 40 year period, state and local appropriations had grown, in current dollars, to over $25 billion by 2006 (NCES, 2010, Table 352 ). Yet both enrollments and public appropriations have varied with the business cycle.
In one of the best studies of its kind, Betts and McFarland (1996) plot the enrollments and state and local appropriations at individual community colleges in all areas of the country, between the late 1960's and mid-1980's. They find that enrollments, even after controlling for other factors that affect demand, are very sensitive to the unemployment rate. That is, as the economy contracts and unemployment rises, so does enrollment. Nationally, they find that a one percent increase in the unemployment of recent high school graduates is associated with a 0.5 percent increase in full-time attendance. For older workers, a one percent rise in unemployment increases community college enrollments by four percent as these workers seek retraining opportunities. Part-time enrollments show similar countercyclical patterns.
In contrast, Betts and McFarland (1996) find that state and local appropriations are procyclical. That is, during periods of rising unemployment, appropriations fall as state and local government budgets are strained. But some recovery in appropriations occurs during more prosperous times. The authors argue that, ideally, funding should be more closely linked to labor market conditions, which suggests that public funding should also be countercyclical:
rising more during periods of unemployment than during periods of more rapid economic growth. This would give community colleges money to serve students at times when they need it the most.
Another detailed study of public funding of higher education over the business cycle was done by Rizzo (2004 Rizzo ( , 2006 . He constructs an extensive state-level dataset covering the period 1976 to 2001 and finds that, looking at budget shares, public funding of higher education has not always moved in tandem with the business cycle. This has resulted in a steady decline in support for public higher education over three decades. After an increase in the early 1970s, the share of states' general fund expenditures for all levels of education fell from 39.9% in 1972
to 36.1% in 2001. This relative decline in funding was found in all but 11 states. In turn, within the state budget for education, the proportion going to higher education fell from22.6% to 16.4% in the same period, as states traded off spending on colleges for K-12 education. Even the good state budget years of the 1990s were not generous enough to restore the importance of higher education to previous levels. Rizzo's econometric analysis leads him to argue that the relative decline in state funding for education did not result only from a crowding out by spending on other programs, such as health care and corrections, but also from a general decline in political preference for education. Rizzo concludes "that public higher education has steadily fallen out of favor as a budgetary priority -even during robust economic times" (Rizzo, 2004, p.14) .
In the most recent examination of the cyclical swing in state funding for higher education, Delaney and Doyle (2011) look at data for 49 states from 1985-2004. They find good evidence to support the idea that higher education appropriations serve as a balance wheel for state budgets, rising in good years but falling disproportionately in bad ones.
This decline in relative preference for higher education has not bypassed the community college. In a detailed study of state and local funding for community colleges, Roessler (2006) found Before we look at more recent data, let's be reminded that our discussion thus far is all about the revenue side of college budgets. Theoretically, colleges would need more revenue each year for two principle reasons. First, increases in enrollment require additional expenditures. Second, the cost per student continues to rise. This last point leads us to consider the cost side of the college budget which is equally important but much less discussed than the need for additional revenue.
A little theory
The chief reason for the rise in tuition and fees in public sector colleges in recent years has been the steady decline in state and local appropriations as a share of operating budgets.
Irrespective of this, the rising cost of producing this education is generally acknowledged to be a basic force which is pushing up the price of attending college. It is this rising cost that must ultimately be controlled if tuition is to be stabilized or even reduced. Looking at the cost side of the budget forces us to examine the relationship between costs, productivity and prices.
In traditional economic theory producers in private enterprise markets are faced with decisions about what to charge for their goods or services in light of market conditions. These conditions include what they must pay for the inputs of producing that service. If costs, including wages, go up faster than productivity then prices will rise and/or profit margins will fall. In very competitive markets, if buyers do not accept these higher prices the producers must find lower cost alternatives or go out of business. In the long run, wages can rise, other things being equal, without an increase in price, only if productivity rises. Productivity is measured by increasing output, of a given quality, with the same or fewer resources. Technological change and the substitution of capital for labor are key ingredients in rising productivity. In some industries, such as electronics, rapidly rising productivity spurred by technological change allows for not only rising wages in that industry but also falling prices. What about higher education?
In higher education, costs have been rising faster than the general rate of inflation. In searching for an explanation of this, economists have postulated two distinct theories of college cost. The first was suggested by William Baumol and William Bowen (Baumol, 1967; Baumol & Bowen, 1966; Baumol & Blackman, 1995) and might be labeled the low productivity theory of cost or the "cost disease" explanation. This theory suggests that education belongs to a class of industries where productivity is difficult to increase (without reducing quality) but where producers are forced to pay competitive wages and prices to attract the inputs needed for production. Medicine, good restaurants and symphony orchestras also fit this category. In industries where productivity growth is slower than that in the overall economy, costs will always rise faster than the general rate of inflation. Thus, more revenue is needed "to help offset rising costs associated with slow productivity growth in the very labor intensive higher education industry" (Weisbrod, Ballou & Asch, 2008, p.131) .
The second theory of costs is the revenue theory. According to this theory, put forth by Howard Bowen (1980) , colleges spend all of the revenue you give them. So, holding down costs means holding down revenue. This theory has political appeal in certain quarters. Breneman (2000) , provides a simple statement of these two theories and Archibald and Feldman (2008) tested the two theories. They concluded that the cost disease is the "dominant reason that higher education costs have risen… over the past 80 years" (p.289). Neither of these theories has been tested on the community college, but it is assumed that the dominant "cost disease" theory holds for them as well.
Of course, it is possible that the increasing cost of higher education is paying for a higher quality output, be it student learning, the number of degrees or some other measure of output.
Quality is an unknown factor at this time because we have no standard measure of it. It is possible that quality is going down and that rising costs and lower appropriations are still pushing prices up. Even if we could show that instructional costs, for instance, were falling and productivity was rising, it may not be reflected in lower tuition and public subsidies as colleges might use whatever surplus revenue they generate to meet other needs. is a worldwide phenomenon that has been well documented by Johnstone and Marcucci (2010) . My expectation is that this cost shifting will continue in the U.S. and the rest of the world well into the future. As Jones and Wellman (2010) have warned "the prospects of higher education's being elevated to a higher national priority…..are slim to none"(p.10). representing the cost of educating each student-education and related expenses (E&R) per FTE adjusted for inflation. This measure includes spending on instruction, student services, and the administrative share and maintenance costs associated with instruction. Since colleges are producers of many services, this E&R expenditure is often used by researchers as "a proxy for the full cost of [educating students]" (see Desrochers, et al, 2010, p.18) . The Appendix contains the definition of each of these expenditure categories. Table 2 here Looking at Table 2 , we can see that community college costs per student have decreased over the past ten years for all categories except research, student services and operations and maintenance. Total E&R expenditures was almost exactly the same in 2009 as it was in 1999, rising by only 0.4% over this entire ten year period (also see Table 3 ). When looking at the shares that make up the education and related category, the shares going to direct instruction, which is almost exclusively faculty salaries and fringes, has fallen the most, while the share Table   C ). When looking at the indices for both faculty and administrative salaries, the index for the former stood at 280.6 while that of the latter was 337.6 (1983=100). This means that administrative salaries have risen faster than faculty salaries (HEPI, 2010, Table B ). However, the most recent study of staffing costs by SHEEO (Zaback, 2011) shows that executive/administrative and management staff per 100 student FTE's at community colleges was reduced by more than faculty per student 100 FTE's from 2001 to 2009 (22 percent vs 6 percent). Thus, it appears that the proportional shift to expenditures on administration may be explained by rising salaries rather than increased personnel.
Community college expenditures/costs
Comparative public sector costs--It is worth noting that when looking at national data, all of the cost increases for the community colleges that we have been talking about are very small or negative both in percentage and in real dollar terms. As Table 2 shows, the direct costs of instruction, adjusted for inflation, actually fell by 2.7% from 1999 to 2009 and E&R increased by only 0.4%. That is below, or in line with, the general increase in the cost of living as measured by the consumer price index (CPI). The E&R increase over this same ten year period for public master's level colleges and public research colleges is roughly ten times that of the community colleges at 9.4% and 10.9% respectively. This is well above the CPI.
The relative thriftiness of the community college is also apparent when we expand the E&R category of spending to education and general (E&G) and the total operating expenditures. Table 2 shows that from 1999 to 2009 the E&G expenditures for community colleges declined by 3.7%. The comparable figures for public master's level and for public research colleges were increases of 2.5% and 9.1% respectively. The total operating expenditures show the same pattern with a zero percent change at the community college but an increase of 5.5% and 13%
respectively in the other two sectors of public higher education. Certainly for the community colleges, this hardly represents costs that are "out of control" as some critics of higher education would have us believe. (Moltz, 2011b) . Table 3 here
Additional Comments on output, productivity, costs and prices
Output. Like any other producer of goods or services, colleges receive revenues in return for the output they produce. Productivity affects the cost and price of that output. However, measuring the output (or outcomes) of education is a tricky matter. Colleges might want to emphasize that learning is their major output, but no standard measure of learning that can be easily explained to the public has been found. If more learning leads to better jobs and incomes or increased satisfaction, or lower social costs, then colleges could show that public support represents an investment with measurable payoffs. Some of this of course can be demonstrated; in particular, the link between higher education and improved labor market outcomes is well understood and is, in large part, responsible for the rising demand for higher education. It should be noted that this has not reduced the cost of that output or the public's demand to provide the same results or better at a lower cost.
Beyond the ill-defined learning outcomes, the most commonly accepted measure of output is the number of degrees being produced. So degree production has increasingly become a measure of productivity. On this score the community college does not come out very well because graduation rates are low and therefore the cost per degree is high. Wellman, Desrochers and Lenihan (2009) have studied this issue extensively using the Delta Project/IPEDS dataset. They have shown that "public community colleges produce significantly fewer degrees per 100 students enrolled than other sectors"(p.31). However, if the definition of completion is broadened to include certificates and diplomas, the completion rates are about the same as public four-year colleges (Wellman, 2008) .
In response to their low graduation rate, community colleges will rightfully argue that graduation is not a good measure of their success. At four-year colleges the vast majority of students enroll with the goal of getting a degree. However, the prime goal of credit seeking students at the community college is often not a degree from that school. Some students are seeking short-term vocational training while others may be attending for a year or less before they transfer to a university. Particularly in difficult economic times the community college might have an important role to play as "a safe port in a storm" and that safe port, close to home, may only be temporary and without a degree from that college in mind (Betts & Mcfarland,1996) . Finally, completion rates need to take account of the lower level of academic preparation of the students who enter the community college. After all, students are one of the inputs of the education process. Better quality/more motivated students lead to higher levels of output. Once this is accounted for, it may turn out that the value added by the two-year college is higher than that at the four-year level. This is an area that calls for further research.
In short, the community college is a multi-product firm with different programs and roles.
The success or failure of these programs/roles needs to be evaluated in ways that do not always show up in the graduation or completion rate. Nevertheless, as long as it is supplemented with other measures, graduation is a reasonable goal for many students and should be included as one measure of output (student success).
Productivity-Higher education is a very labor intensive industry and colleges have found it very difficult to increase productivity by substituting capital for labor. Instead, in order to economize on this expensive resource, colleges' have taken steps to increase the student-faculty ratio and the percentage of part-time faculty in the classroom. If we examine these two standard measures of productivity, the community college looks like a more efficient organization than public four-year colleges. In 2003-04, for instance, 66.5 percent of the community college faculty were part-timers as opposed to only 29.1 percent for the public four-year colleges (NSOPF, 2004) . Likewise, in 2009 student-faculty ratios (on an FTE basis) stood at 22:1 in public two-year colleges vs 15:1 in public four-year colleges. A real difference can also be seen in the FTE student to FTE staff (other than faculty) ratio. In community colleges that stood at 10:1 but it was only 5:1 at the public four-year college (Digest, 2010, Table 257 ). These productivity enhancing measures have certainly helped to control costs but the impact on quality and other measures of student outcomes, such as degree production, is hotly debated.
In fact, some evidence suggests that the increasing use of part-time faculty reduces the graduation rate. Ehrenberg and Zhang (2004) find this to be true at four-year colleges and Jacoby (2006) gets about the same results for community colleges. The impact however is small. Further evidence that the increasing use of part-time faculty has a negative impact on student outcomes at the community college level is provided by Boylan (2010) , and Eagan and Jaeger (2009) . However, Harris and Goldrick-Rab (2010) argue that even if we increased fulltime faculty at community colleges from the current 33% to 100%, it would only increase the graduation rate by 10%. They conclude that, compared to other options, eliminating all parttime faculty would be an expensive way to get the graduation rate up for community colleges.
At this point it is fair to say that research on the impact of part-time faculty on student outcomes is indeterminate but it does provide a fertile area for future research. The negative association between the use of part-time faculty and student outcomes, for instance, is challenged by Johnson (2011) who claims that the existing studies have serious methodological flaws.
In an important study of overall degree productivity in the U.S., Bound, Lovenheim and When looking at their model (including a large number of variables) for community colleges however, they find that degree production per dollar spent remains about the same in that 36 year period. Repeatedly in this study the authors suggest that community colleges may be doing better in achieving their "productivity potential" than other public colleges (Harris & Goldrick-Rab, 2010, p. 41) . This same conclusion can be found in Wellman, Desrochers and Lenihan (2009) , who conclude that the "costs per unit of output for public community colleges are quite stable… from 1995 to 2006 [which was the time period they were studying]" (p.31).
Thus, it may be that if we define output in terms of degree/certificate production, community colleges look just as good as other sectors of public higher education. If we come back to measuring costs in the more traditional way, however, we find that increases in efficiency or productivity have not always been great enough to offset the rising costs of inputs.
Nevertheless, even in this area, community colleges seem to have done a better job at holding costs down than their four-year public counterparts. That is not to say that actions to improve efficiency have not taken place in all sectors of public higher education. Research universities, for instance, have placed lower-cost graduate students and adjunct faculty in large introductory courses aimed at lower-division undergraduates and shifted the excess revenue generated to support the teaching of upper-division undergraduates and/or to even more expensive graduate students. For them, the first two years of undergraduate education have become relative cash cows. As we have stated above, community colleges have kept costs down by substituting adjunct faculty for higher-cost full-timers. All colleges have run fuller classes, cut a greater number of low enrollment sections and offered fewer electives in order to increase faculty student ratios (Moltz, 2011a) . In all of this, the quality of the final product, student learning, is assumed, but not known, to remain constant.
Costs--When looking at college costs, we find that most of the research has been done on fouryear colleges and universities. This research suggests that the underlying costs per student have been rising due to factors such as the "rising cost of technology, student services, and institutional financial aid." Additional factors pushing costs up include, "the unrelenting competition to be the best in every dimension of an institution's activities, and, at research universities, the increased instructional costs of scientific research" (Ehrenberg & Rizzo, 2004, p.1) . How can we relate these underlying cost factors to community college budgets?
The two factors from this list that don't seem relevant to the community college budget are the rising costs of research and the increase in institutional aid. The community college has none of the first and very little of the second so let's drop those factors as cost pushers. Next, the rising cost of student services seems to be important to community college budgets. Table 2 does show that the cost of student services has increased as a share of the budget from 1999 to 2009 (9.9% to 10.7%). One could easily argue that it is still too low as the type of student entering the community college needs more of these services in order to succeed. Work done by Webber (2011) and Webber and Ehrenberg (2010) suggests that expenditures on student services, especially for those from disadvantaged backgrounds, leads to higher persistence and graduation rates. Since a cut in this sector will likely do harm to college outcome measures, this is likely to continue as a cost pusher.
One factor that is not on the list above is the unrelenting drive for accountability. The increased administrative costs of documenting and reporting student progress and fiscal responsibility to the many stakeholders that oversee public higher education is a factor that will continue to push costs up.
What about the relenting cost of being the best? For many four-year colleges this translates into competition for the best faculty, improved student facilities and more selective admission policies. Most of these would not relate well to the community college. But a corollary of this "be the best" factor does. Community colleges push for greater access for underserved students and for greater service to the local communities that they serve. In addition, they still have an inferiority complex with regard to their place within higher education and in many localities seek the recognition and prestige of their four-year counterparts. This often translates into an attitude that they can be all things to all people and that few tasks are outside their reach. If colleges see an educational void in their communities, they look for ways to fill it. This mission creep might also be a factor in rising four-year college budget costs and it seems to relate well to the community college.
Finally, the rising cost of technology would seem to impact community college budgets in a similar way that it does for four-year college budgets. In traditional manufacturing industries improvements in technology have lowered costs. But in higher education the addition of more technology into the classroom, for instance, has probably raised costs, although it may have also improved quality (see Archibald & Feldman, 2011, pp. 67-69 for a discussion of this issue).
Colleges have certainly used technology to reduce some costs such as putting the college catalog online and automating payrolls and financial records but these savings are less important than anything that would significantly impact instruction. As we look out into the future many hope that technology, in the form of online instruction, will lower instructional costs. Ehrenberg (2011) highlights the potential for using technology to "help improve learning outcomes and …. reduce the costs of instruction" (p.115). Citing the programs of the National Center for Academic Transformation and the Open Learning Initiative at Carnegie Mellon University, he argues that the coming revolution in technology will change the traditional college structure and its professoriate in fundamental ways (Ehrenberg, 2011, pp. 116-118) .
Whether technology in this disruptive form will be adopted by community colleges is an open question but the results to date have not been encouraging (Mitchell, 2010) .
In its current form online courses at the community college create a higher cost for the college, but not necessarily for the student, than face-to-face instruction and result in lower course completion rates (69% vs 75%; Instructional Technology Council, 2011 ). An extensive analysis of fully online courses covering the entire state of Washington by Xu and Jaggars, (2011) shows "lower success rates on a variety of outcomes, even after controlling for a rich array of student characteristics" (pp. 19-20) . In a review of the research on this topic, Jaggars (2011) outlines the recommendations that might improve the completion rates in these courses but admits that they "will require a substantial investment of new resources in online learning" (Jaggars, 2011, p.3) . Fully online degree programs might be able to be delivered at a lower cost but they will need to break loose from the traditional classroom/seat time/credit model in a way that would bring disruptive innovation to current college organizational structures (Christensen, et al, 2011; Ehrenberg, 2011) . The business model needed to bring about such innovation will always confront quality issues.
In addition, one of the most pressing quality problems has not yielded to the influence of technology. That is the teaching of remedial students. Efforts to date in this area have largely been a failure and success in improving its quality will likely come with a higher cost per student (Bailey, Jeong, & Cho, 2010) .
Within the near future and the current institutional structures, therefore, modern technology would seem to be a factor that will push costs up rather than pull them down. Since the students that colleges produce are one of the inputs that businesses buy, there is a constant demand for knowledge of the latest technology and that is expensive. On another front no college wants to be seen as being behind the technological curve, and students certainly expect wireless campuses and the array of computer and online services that they have become used to. After all, not keeping up with students' technological expectations would have a negative impact on enrollments.
Net Prices-The College Board tracks the net price of colleges in its annual publication--Trends in College Pricing. It shows that the average published tuition at four-year public colleges rose by 24 percent from 2005-06 to 2010-11 and by 11 percent over the same period at public twoyear colleges. After considering grant aid and federal tax benefits, however, the net price, adjusted for inflation, for each type of public college, declined over this same five-year period.
In fact, for the lowest income students attending a community college, the latest College Board figures show that their net price was negative for 2010-11 (Baum & Ma, 2010, p.4) . A similar result for two-year colleges was found by Scafini and Schwartz (2003) (Lederman, 2011, p.1) . This has greatly reduced the cost of going to college for low income students. Of the community college students on Pell grants in 70 .8 percent of them had an expected family contribution of zero (Baime & Mullin, 2011) . However, at the time of this writing Pell grants are under attack in the debate over the federal budget deficit and it is unlikely that such large increases, if any, can be expected in the near future. As Baum has noted "no matter what kind of Congress we get, the idea that Pell grants will keep growing at this rate is unlikely" (Jaschik, 2010, p.1) .
In addition, one difficulty with net price data cited above is that much of the aid is left on the table by students. This is due, in large part, to the lack of information about its availability and the lack of assistance in applying for aid (ACSFA, 2005) . Working with the federal financial aid dataset, Kantrowitz (2009) estimated that, at the community college, only 58 percent of Pelleligible students filled out the FAFSA form (compared to 99.5% of the Pell-eligible students at for-profit, two-year colleges). If students made enrollment decisions based on the net tuition (what they actually pay) rather than the published price, financial barriers would not be as high and more would attend and persist. Colleges need to continue their effort to simplify the financial aid process and to make the information on the net price of attending more accessible. College investments in this area would likely be offset by added revenue. 4
Summary of arguments so far 1. During the last 40 years enrollments in community colleges have continued to increase, especially during periods of unemployment. State and local appropriations per FTE, adjusted for inflation, however, have declined during periods of unemployment when colleges need it the most.
2. During the past 40 years the public funding for higher education has declined in relative terms, as state and local governments reallocate funds to higher priority programs. This has shifted a greater share of the burden of paying for college, including the community college, from the taxpayers to students/parents. This increased cost sharing is an international phenomenon and is expected to continue well into the future.
3. Compared with other sectors of public higher education, community colleges still get a greater share of their funding from state and local governments, but it varies greatly by state.
4. The current recession has reduced higher education budgets. Colleges are now dealing with increased enrollments, higher costs, and reduced revenue. National figures indicate that community colleges have not suffered as much as other sectors of public higher education.
5. Increased financial aid has kept up with tuition increases for the lowest income students attending the community college but many students do not apply for this aid and future increases in aid are problematic.
6. Evidence suggests that community colleges have made a good effort in holding down costs and prices through such measures as increasing the faculty student ratio and substituting part-time for full-time faculty. The impact of these productivity enhancing measures on quality is indeterminate.
7. Irrespective of declining state and local support, current trends suggest that the factors pushing college costs up are likely to be stronger than the efforts to improve productivity and control costs. The need for increased revenue, accountability and quality issues will persist.
Policy Issues: Strategies for the new fiscal reality
Looking at both the revenue and the expenditure sides of the budget from a national perspective, I have argued that community colleges have faired better in the current budget environment than public four-year colleges. State and local appropriations have been cut less and campus efficiencies have kept costs down. One is tempted to recommend that community colleges hunker down and wait for an increase in state and local appropriations to relieve their budget stresses. History suggests that this would be a mistake. It would be wiser to anticipate a continuation of the secular decline in public sources of revenue and to prepare for increasing cost pressure from both enrollment increases and a rising cost structure.
Based on the trends described in this study and my own past research, I therefore offer some comments on selected issues that will impact community college budgets in the next ten years or so. In this process I will highlight some of the forces that are likely to shape that future and outline some suggestions for dealing with them. My recommendations are not precise prescriptions for legislative action, but rather suggestions for the direction of public and institutional policy that invite further reflection and research.
Increased enrollments
In most but not all areas of the country, community colleges will see an increased demand in both degree and non-degree programs. The most optimistic projections of the future need for post-secondary education are offered by Carnevale, Smith and Strohl (2010) . They feel that the official Bureau of Labor Statistics projections are underestimating the future needs of the economy and that by 2018, 63 percent of job openings will require workers with some postsecondary education ( p.13). Not all economists, however, agree that the economy will need all of these graduates over the next ten years or so, but even if the market is oversupplied, students are likely to continue to enroll if only to have a better chance for employment in the slots that are available.
This increased demand will come not only from the recent high school graduates and workers who seek retraining but increasingly from students who are diverted from four-year colleges for financial reasons. Research has shown that the extent of this diversion has not been significant to date (Leigh & Gill, 2003; Melguizo & Dowd, 2009 ), but we can expect it to increase as a result of stagnant incomes among the middle and lower middle income families who populate the community college and less selective four-year colleges. In fact, a recent report indicates that the impact of the current recession on this resorting of college freshman is already underway (Dadashova, et. al, 2011) . From a national perspective, this is not necessarily a desirable trend, as students are forced to make choices that may affect their motivation to finish college. Researchers need to continue to follow this process and make sure that the diversion to the community college does not subject these students to an educational penalty (see Long, & Kurlaender, 2009) .
While it may not always be less expensive for the state to educate students for the first two years of a bachelor's degree at the community college it will almost always be less expensive for the student (Romano & Djajalaksana, 2011) . The increased tuition that is inevitable at the two-year level will not be enough to deter most students from attending their local community college because tuition is only a part of the cost of going to college. The lower costs of living at home will more than compensate for the increase in tuition. Moreover, in tight labor markets students will be more reluctant to leave jobs at home for different areas where they are less familiar with the labor market. Thus, a greater percentage of the students who enroll in the community college will be able to afford a higher tuition than is currently being charged in most states.
Increased need for revenue
Tuition--Rising enrollments will mean a greater need for revenue even if the unit costs per student do not increase. These funds will not come, or will come unevenly, from state and local governments. There is plenty of money out there to pay for college costs but most of it is in private hands. The only way community colleges are going to get their share of it is to raise tuition. In turn, the only way to maintain their historic mission of increased access for underserved populations is to provide more funds for financial aid for those who might be deterred by the rising tuition. College administrators should adopt a strategy to pressure the political system at all levels to increase money for financial aid rather than always pressuring them to direct more funds to support the operating budget as a means of keeping tuition low.
Realizing that calls for increased financial aid may go unheeded, or at best be cyclical, colleges should use funds from the operating budget to provide targeted aid to needy students.
These funds will come from tuition increases in excess of the amount needed to cover losses in public funding. Charge those who can afford it and keep some of it to support scholarships or tuition discounts as many four-year colleges now do. The fact that tuition and fees account for less than 25% of community college revenues nationally means that many states have a ways to go before they reach the more reasonable share of 40-50 percent.
The trick will be to provide institutional aid to students without reducing other types of aid they are eligible for such as Pell grants. Enrollment managers will have the task of distributing aid to those lower income students on the margin who just miss qualifying for other forms of grants, or for helping students substitute institutional aid for loans.
This does not mean that states will not have an important role to play in financing the community colleges. They will, but the declining priority that has been given to higher education, at least since the 1970's, will likely continue and community colleges should accept the high tuition/high aid strategy to fill that gap. In order for this strategy to work, however, many states will need to give their community colleges more budget flexibility. States like New
York have already done this but others like California have not. This means that colleges must have greater flexibility to set their tuition and fees and must be allowed to keep their tuition revenue as well as to carry over operating funds from one year to the next in a fund balance.
High tuition and access--The argument that a low tuition strategy is necessary in order to provide access has lost considerable ground in light of the fiscal problems of the states and their shifting priorities. The equity arguments in favor of such a policy, even for the community college, were always suspect since a low tuition policy which covers all students, subsidies those who can afford to pay at the expense of those who do not attend college at all (Romano, 2003 (Romano, ,2005a (Romano, , 2005b . The problem is not high tuition but low aid, based on need, in many states.
It is worth noting that low tuition can also be a barrier to access. In a study done in 2003, Romano argued that in the face of declining state support and rising demand, a low tuition state, such as CA, was forced to cut more class sections than did a high tuition state such as NY.
This was not only because NY had more tuition revenue but also because it had more budget flexibility than did CA. With a higher tuition and the ability to keep its tuition revenue, NY was able to hire adjunct faculty and even rent physical capacity, and was able to deal with the influx of new students even while state revenues were declining (Romano, 2003) .
With the decline in state revenues in CA in 2010-11, the community college system estimated that 350,000 students would be denied access to college because insufficient funds were available to offer the increased class sections that were needed (Helliker, 2011) . Even for the students who were enrolled, a study by the Pearson Foundation found that "nearly a third of community college students were unable to enroll in one or more classes… because they were full" and nearly 30 percent of the students who placed into remedial courses were unable to enroll in such courses due to a shortage of space (Moltz, 2011a, p.1) . As long-time students of this process Jones and Wellman (2010) have argued that "reductions in access have fallen most heavily on the community colleges… and low-income and first-generation students. Those students denied access in tough economic times don't simply postpone college entrance; most forego it" (p.8). This suggests that the increased student demand that we have been projecting may not show up as additional college enrollments unless capacity and finance problems in states such as California can be corrected.
Research indicates that a low tuition policy, combined with a colleges' lack of control over their tuition revenue, creates a significant access problem. The inability of community colleges to expand helps explain the rapid rise in enrollments in for-profit colleges by these same students. At the community college level, tuition needs to be high enough to cover the variable costs of instruction. Ideally this would be combined with a high aid policy but equally important, colleges must be allowed to keep their tuition revenue. Allowing tuition revenues to finance other state priorities creates inefficiencies at the campus level and reduces student access.
Increased reliance on tuition revenues will have its down side. Instead of swings in state and local appropriations colleges will now be more vulnerable to swings in tuition revenues based on FTEs. But revenues will rise as unemployment and enrollments rise, giving colleges the ability to expand their offerings at the time they need it the most. The increased reliance on tuition will also increase the competition for students among institutions, including the forprofits and with online degree and non-degree operations. Advertising, better nonacademic environments and other enticements undertaken by the community colleges will likely increase the cost of education. In addition, the suggestion below, that tuition differentials for different programs be charged, has the potential of alienating students and creating a political backlash that will impose restrictions on the colleges budget flexibility. College managers and researchers will need to keep an eye on this to make sure that it does not deter from the educational mission of the colleges and their ability to generate revenue.
Differential tuition-Many degree programs at the community college are expensive, particularly in the health sciences and technical areas. Romano, Losinger and Millard (2011) have shown that some two-year degrees are more expensive than some four-year degrees. The expensive programs are often in areas where the job prospects for graduates are the best.
These students are now being subsidized by the students in less expensive transfer programs and should pay a greater share of their costs of education. In order to do this, colleges need to be aware of the costs of their different programs and the market value of their degrees, so that decisions are evidence based. Romano, Losinger and Millard (2011) and Johnson (2009) have provided some guidance on how these degree costs might be calculated. 3 Students at the community college are highly mobile between programs, and thus it will be difficult both practically and politically to charge differential tuition rates at the time students enter a program. It would be easier to asses a fee at the course level. This is already being done to some extent by charging lab fees for certain courses. What I am proposing here is a much larger fee (perhaps $50 per credit hour in the example below), which makes the student costs of that course closer to the full direct instructional cost of the course. For instance, Romano, Losinger and Millard (2011) have shown that the average cost of each credit hour taught by the dental hygiene (DH) faculty at an upstate community college in the State University of New
York is more than five times ($454 in 2008-09) the cost of each required credit hour of English ($87 in 2008-09) . All indirect and capital costs were excluded. That means that students who take the dental hygiene courses would pay the higher fee for the 48 credits of DH courses in their program, making that degree more expensive. Lower income students will have no trouble including these higher costs in their financial aid packages.
Student loans-It is well known that community college students are more risk averse than fouryear college students. This may be due to cultural differences, among Hispanics for instance, or from a lack of knowledge about the availability of these loans. In any case, more loans will be needed to cover the rise in tuition and fees and the slower income growth that will likely be faced by the lowest income students and their parents. To meet this need, colleges should engage in a long-run political strategy which would shift the emphasis from loans based on the students'/parents' current income to one based on the students future income stream. Federal loans, in particular, would be more progressive and less onerous if they were income contingent. We do some of this in the U.S. but other countries, such as Australia and New Zealand, have had much more success with them. We should learn from the experience of other countries and level the playing field with a change in the structure of our student loans (see Johnstone & Marcucci, 2010 for a full discussion of this issue).
Mission creep
Community college administrators will need some attitude adjustment in a future that is filled with revenue shortfalls. Long being seen as being all things to all people, they need to be more focused on the core missions of the college and to direct resources to fund those missions so that the quality of outcomes can be improved. In this process, colleges will need to be more concerned about the value of what they produce relative to what it costs. Such a cost/benefit mentality will often result in a narrowing of that mission but concerns over the quality of what is done should get added attention.
With tight budgets expected over the next ten years, colleges should not take on roles which spread resources too thin. The recent introduction of the bachelor's degree is a possible case in point. It is more expensive to educate upper-division students, especially in the technical areas, than those at the lower division, and this task will likely drive up unit costs and come at the expense of one of the traditional core missions. Tasks outside the core should only be undertaken if they generate excess revenue which can support the core. Outside observers of the community college have warned about this mission creep for some time (see Breneman & Nelson, 1981; Osterman, 2010) but it needs to be taken more seriously by insiders. This discussion will likely lead to a new consideration of the meaning of open access.
Notes
1. Grapevine data also show the statistical power of the state of California. From FY07 to FY08, for instance, state tax appropriations to community colleges, in current dollars, rose by 6.8% which was lower than the national average of 7.5% going to all of higher education. However, the national average for community colleges rose to 7.9% when California was taken out of the analysis (Palmer, 2008, p.5) . California impacts national data so strongly because it enrolls about 25% of all the community college students and accounts for a similar proportion of state appropriations and because its numbers are often an outlier. The strength of the California pull on national data is also illustrated by the figures on average tuition published by the College Board. The national average for tuition and fees for full-time, in-state students for the 2010-11 academic year, for instance, was $2,713, but when California is left out it rises to $3,076 (Baum and Ma, 2010, p.10) . Researchers are cautioned to check the influence of California before making policy statements that apply to the country as a whole.
2. The accuracy of data on community college expenditures and revenues may decline over time as more colleges take on the role of providing bachelor's degrees. If we think of community colleges as producers of associate's degrees, then the cost of these degrees gets inflated by the inclusion of expenditures on the production of the more expensive upper-division courses. Existing datasets on expenditures do not separate the costs of upper and lower-division undergraduates at the community colleges.
3. Knowledge of program costs will give colleges the tools they need to argue for increased funding for expensive career programs as well as, or in place of, increases in student fees to support these programs.
4. Preliminary results from a study using H&R Block software to help low-income families complete the FSFSA form, shows that it dramatically increases enrollment (Bettinger, Long, Oreopoulos & Sanbonmatsu, 2009) . Tuition and fees represent the average sticker price for in-state undergraduates for 4-year colleges and the indistrict price for community colleges. This is not the same as the tuition and fee revenue in Table 1 which represents average tuition revenue from all students less discounts.
